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Abstract 
 
 
 
The main concern of this project is the paradox between the values and the health care 
expenditure policy in Denmark. Put concretely, it is the relationship between Negotiated 
Economy as the new approach to maintain equalities, and the health care expenditure 
cutbacks together with the service capacity shrink. Negotiated Economy is defined as an 
integration of Equality and Responsibility, which was used as the approach to contain public 
and health care expenditures in order to overcome economic recession. The aim of the 
project is to investigate whether Negotiated Economy is an approach which safeguards social 
equalities or deviates from it. Hopefully we can also learn about to what extent we can use it 
today and in the future, on account of economic fluctuation. 
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Project Introduction 
 
 
 
Problem Area 
 
Denmark and its welfare system as a proportion of the Nordic welfare system is an iconic 
feature of the area. Its essence in building an equal, harmonious and everyone-covered 
welfare society is admired and learnt by many contemporary and later-formed welfare states. 
Likewise, its health care system as a main sector of the welfare system developed 
consistently with these concepts.1 In many literatures, scholars tend to endow with varieties 
of catchy phrases to show their favor on Danish welfare system, such as equal, harmonious, 
free access, one of the best and etc. Of course, they each can be agreed as one of the guiding 
ideas of the development of Danish welfare system. In the project, equality as the ideology 
will be used as a generality of these phrases. On contrary to all the praise, the emphasis of 
the project will be put on the doubt to the equality on account of the health care 
expenditure cutbacks from the late 1970s, according to Willy Søndergaard and Allan Krasnik.2 
 
It can be assumed that equality initiated to be the common values and ideology based on 
what the people raised the significance of the national role. The common ideas worked as 
the first step on the following formulation of the welfare state, kept the subsequent 
generations exploring on this way and consequently related to the general system of the 
health care services. Yet the first paradox can be traced back to the public expenditure 
cutbacks in 1970s, when the Ministry of Finance assessed the Danish economy situation in 
two reports, concluding that the growth of public expenditures must be restricted in order to 
‘eliminate the persistent balance of payment deficit and to avoid huge tax increases’.3 Health 
                                                             
1
 Pallesen & Pedersen, 2008, p.227 
2
 Søndergaard & Krasnik, 1984, p.179 
3
 Pallesen & Pedersen, 2008, p.227 
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care expenditure received special government attention, being addressed cost containment.4 
The echoing ones issued by government commission kept coming in the 1980s.5 In the eyes 
of the public and health care providers, ‘This sublime picture of what foreigners sometimes 
call the Danish case of successful socialized medicine is now beginning to wither away’.6 
 
In order to understand the problem specifically, Danish health care system including its 
structure, public intervention, role of the general practitioners and hospital services will be 
discussed and analyzed. At the same time, individual responsibility will be reasoned as an 
important reaction to the health service shrink as a result of the expenditure cutbacks. The 
paradox appears on the interaction between the health care expenditure cutbacks and the 
social ideologies of equality and responsibility. 
 
 
Problem Formulation 
 
Whether the health care expenditure cutbacks from the late 1970s in Denmark can be 
explained by a deviation of the social values of Equality? 
 
Equality: Here equality firstly describes the general principle of the welfare state that was 
originally only among the labour force and later expanded to be civil. In the health care 
sector as specific, the principle is transmitted ensuring that everyone has the equal access 
regardless of genders, occupation, income etc. 
 
 
Guiding Questions 
 
                                                             
4
 Pallesen & Pedersen, 2008, p.227 
5
 Pallesen & Pedersen, 2008, p.227 
6
 Søndergaard & Krasnik, 1984, p.179; Pallesen & Pedersen, 2008, p.227-228 
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In order to answer the problem formulation, three leading questions with some 
sub-questions are applied by a chronological and logical order, which will be discussed by the 
same order in analysis chapter. 
 
1. What were the values of the Danish welfare state? 
1.1 Why did Denmark choose the Danish welfare system as we know today? 
1.2 How did the values and the principles of the welfare system developed in Denmark? 
 
2. What were the Danish health care expenditure and services like, regarding the 
public attitude on it? 
2.1 How did the Danish health care system function? 
2.2 How did the government cut back health care expenditures in the late 1970s? 
2.3 How did the government keep containing the health care expenditures? 
 
3. What is the negotiated economy approach relating to the government’s public 
and health care expenditure policies? 
3.1 Why was the government keeping a low health care expenditure pct. – what was the 
rationality of it? 
3.2 Why did the government re-expand the expenditures in health care sector since the 
1990s? 
 
 
Delimitation 
 
The project is delimited not to discuss the whole welfare system, though it is necessary to do 
so in the background introduction at the beginning, in order to have a general impression. As 
we know that the welfare system is quite complex that includes many dimensions, here only 
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health care system is chosen to be the main analytical topic. Therefore, the project excludes 
the evaluation on the welfare system as a whole, since other dimensions like education or 
labour market must have their own sayings which will not be evaluated. In the health care 
system, expenditures, hospital and general practitioners’ services will be the primary aspects, 
hence excluding other dimensions like personal or family care. 
 
The references used, like the empirical resources and the main theoretical framework are 
based on the works of the Danish researchers. Although political structure and elements, like 
parties’ benefits and replacement were also important to understand the budget control and 
policy-making, they will not be included in this project. In addition, the main time range is 
delimited from the 1970s to the 1990s when discussing the health care expenditures and 
services. I hope that it can be ended with a reliable conclusion, and can become a useful 
reference in relevant field today and future. 
 
 
Methodology 
 
Research Design 
According to the guiding questions, the project starts by tracing back to the history briefly in 
order to understand the formation of the welfare state. I think it is reasonable to do so, since 
the initial social values influenced the welfare system, thereby the health care system. This 
will then lead out the main time delimitation for the problem area after the 1970s. 
 
The research on the history and values are followed by a highlight on the health care 
expenditure cutbacks in pct. since the late 1970s, in spite of a straight increasing absolute 
amount of public expenditures. These discussions are contained in the second guiding 
question. The statistics on health care services and capacity will give a visualized introduction 
on the manifestation influenced by the expenditure cutbacks. The role of general 
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practitioners together with them, but more directly explains the emergence of individual 
responsibility. 
 
I try to apply theories suiting the project by groping this order from a general perspective on 
welfare state to the specific case in health care sector. To interpret it regarding the paradox, I 
would like to first position the health care as the research substance. The paradox is on the 
substance relating to the expenditures and the service capacity. Then equality as the values 
is used to supplement negotiated economy, the main theoretical approach mentioned in the 
third guiding question. I understand equality, from the historical perspective, as the premised 
ideology and epistemology; negotiated economy on account of the Danish case is the 
ontology. The theoretical concepts will be defined in depth in the homologous sections. 
 
 
Empirical Selection 
To understand the developmental history of the Danish welfare system, I refer to the books 
written by Bent Greve, which are also the important source of literatures for Boixader et al. 
Thomas Pallesen and Lars D. Pedersen’s paper on the health care in Denmark which includes 
sources from Danish Ministries and OECD7  will be the most important reference on 
understanding the expenditure cutbacks, health care structure and its service capacity.  
 
In order to ensure the reliability of the project, the empirical sources as you may see are 
from Danish scholars, similar with the main theoretical approach. And it is also an effective 
way to make use of the resources in Danish, such as the reports published by the Danish 
Ministries. 
 
 
Theoretical Methods 
                                                             
7
 Organization for Economic Co-operation and Development 
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I would like to firstly claim that I got the idea of the theory on values from the project work 
produced by Míriam Boixader et al. from the Department of Cultural Studies, Roskilde 
University.8 I think it is reliable, since it is a concentrated cultural study including a deep 
insight of history and values perspectives. I apply just their brief assessment on historical 
consciousness from Rüsen’s9 works which I think is relevant to the project, as one of the 
supplements to my theoretical framework. Besides, since history and culture are universal 
concepts, their multi-language capacity which ensured to better select the theory from the 
scholars also raised the reliability of the concept applied. 
 
As I said that equality is the ideological premise developed in history, I would like to define 
the potential relationship between it and negotiated economy based on my own 
understandings. I would like to introduce Klaus Nielsen’s approach on studying Scandinavian 
case, while I prefer firstly mention some neoclassical economic perspectives upon the 
Scandinavian experiences which are disagreed by Klaus Nielsen.10 According to Arnsperger 
and Varoufakis, neoclassical economics can be methodologically featured into three axioms. 
 
‘Methodological individualism: the idea that socio-economic explanation must be sought 
at the level of the individual agent11…; methodological instrumentalism: all behaviour is 
preference-driven or, more precisely, it is to be understood as a means for maximising 
preference-satisfaction 12 …; methodological equilibration: …it required that agents’ 
instrumental behaviour is coordinated in a manner that aggregate behaviour becomes 
sufficiently regular to give rise to solid predictions.’13 
 
Reacting to the Scandinavian experiences, neoclassical economists adopted a high critical 
stance, like ‘Taxes are seen as far too high. There is too much equality and too little 
                                                             
8
 Boixader et al., 2004 
9
 Source in original language: Rüsen, Jörn: ’Historische Orientierung’: Über die Arbeit des Geschichtsbewusstseins, sich in 
der Zeit Zurechtzufinden, Köln, 1994. 
10
 Nielsen, 2007, p.2 
11
 Arnsperger & Varoufakis, 2005, p.2 
12
 Arnsperger & Varoufakis, 2005, p.3 
13
 Arnsperger & Varoufakis, 2005, p.5 
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freedom…responsibility must be strengthened’.14 Klaus Nielsen does not agree with this 
approach - as merely using neoclassical training on the specific Scandinavian features. 
Instead, he raises three levels of abstraction which should be the theoretical framework on 
understanding the Scandinavian case: generic level which includes original institutional 
economics; intermediate level which includes systemic approaches and social capital theory; 
and concrete level which includes the Scandinavian model and the negotiated economy.15  
 
In my opinion, negotiated economy on the concrete level is the ontology form or the 
improved ontology form combining with the neoclassical methodologies especially 
individualism and equilibration as the epistemology. It is a development or improvement of 
the ideology on equality. Simply speaking, negotiated economy is an integration of individual 
authorities and preferred conditions or responsibilities for equal negotiations. In this project, 
equality can be seen as a simplified epistemology similar with the neoclassical equilibration, 
and individualism includes both individuals and groups among all social classes. According to 
these, I prefer to integrate the neoclassical economic theories and Nielsen’s theories on 
defining the Scandinavian case from the concrete perspective. Which will be defined more in 
detail in theoretical chapter, negotiated economy is an approach by which all institutions 
within a society can sit down and talk with no classification on classes or hierarchies, taking 
account of the benefits of all participants. To illustrate it by a formula, I would rather say: 
 Negotiated Economy = Equality + Responsibility 
Here, responsibility can also be explained or replaced by other concepts, such as 
preconditions, pre-norms or preferred duties and obligations among all authorities around 
the conference table. Equality is actually one of them, but the most basic and important 
prerequisite of a negotiation. In the specific case on health care system after the 1970s, it 
also means that each individual should be responsible for his or her own health status, in 
another word, the strengthening of individual responsibility. 
 
                                                             
14
 Nielsen, 2007, p.2 
15
 Nielsen, 2007, p.2 
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The above discussions will be the leading guides of the paradox analysis and be evaluated in 
the conclusion in the end. Moreover, negotiated economy itself is an interdisciplinary 
concept which can be used in either political, social or economic decision-making process. 
This will also be defined in the theories. 
 
In addition to that, the theory on health and socio-economic inequalities is also very 
important, as another supplement to the theoretical framework. It acts as the connection of 
the historical values and the new-formed negotiation approach. In particular, it contains the 
ideology on equality in health care policies, while was challenged in the late 1970s at the 
same time negotiated economy as the approach was increasingly practiced. Since I define 
equality as one of the common ideologies of the welfare state from the historical perspective, 
the concept could also be valid when the discussion is narrowing down to the health care 
sector. Simply speaking, social-economic equality is good for health, and the ideology on 
equality of Danish welfare system is a good way to achieve social-economic equalities.  
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Theories 
 
 
 
Negotiated Economy 
 
According to Klaus Nielsen and Ove K. Pedersen, the concept Negotiated Economy affects 
specifically on Scandinavian cases, as a new trend developing from market and mixed 
economy. Negotiation approach as an instrument was considered more suitable for small 
and open economies, probably the best for Scandinavian countries.16 As good preconditions, 
the countries fulfill ‘homogeneous populations, relative symmetry of power in the 
capital-labor relationship, and a long history of compromise, integration, and mediation’.17 
The third precondition is highlighted in this project, as regarded to be an embodiment and 
improvement of Danish national values concerning equalities and respects. 
 
Since it is a new term, the coherent body of concepts and theories are still being developed 
and criticized. Negotiation approach has a long history being widely used in Scandinavian 
countries.18 It firstly emerged in labour market regarding the problems on wages, working 
conditions and working hours. This approach soon developed into the whole society being 
applied by different institutions such as private firms and public authorities. It is not only a 
way to resolve conflicts, but also to achieve mutual understanding.19 I understand it as an 
interdisciplinary concept, among political, social and economic. 
 
In order to define the Danish case, negotiated economy approach was claimed as such a 
theory.20 Klaus Nielsen defined it as ‘a structuring of society whereby an essential part of the 
                                                             
16
 Nielsen & Pedersen, 1991, p.146 & Katzenstein, 1985 
17
 Nielsen & Pedersen, 1991, p.146 
18
 Nielsen & Pedersen, 1991, p.145 
19
 Nielsen & Pedersen, 1991, p.146 
20
 Nielsen & Pedersen, 1991; Nielsen, 1992;Pedersen, 2007 
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allocation of resources is conducted through organized negotiations between independent 
decision-making centers in the public sector, private interest associations and private firms.’21 
In another report from Ove K. Pedersen, negotiated economy was defined almost the same, 
just including central bank as one of the decision-making centres.22 They described the 
distinctions of negotiated economy as: 
 
‘1. Unlike decisions made by public authorities, negotiation-based economic decisions 
are reached on the basis of interaction between independent agents, and the relevant 
public authority is just one of several participants. 
2. Unlike authoritative decisions, negotiation-based economic decisions are usually not 
subject to the possible use of sanctions. They are typically based on discursive, political, 
or morally binding-rather than legally sanctioned agreements. 
3. Unlike market decisions, which are made by individual agents each acting separately 
and on the basis of given preferences and resources, negotiation-based economic 
decisions are made through a process characterized by the deliberate shaping of 
preferences.’23 
 
Here, the emphasis was the new preferences - based on discursive, political, or moral 
imperatives, and the equality among participants which are different from the other 
decision-making approaches. 
 
Negotiated economy was firstly defined as an approach on economic affairs, and after that 
gradually propagated into social and political decision-making processes. It made it possible 
for economic coordination to be achieved through institutional negotiations among 
autonomous public and private actors which on the other hand also decentralized 
government’s decision-making to lower-level public authorities, institutions and private 
                                                             
21
 Nielsen, 2007, p.5 
22
 Pedersen, 2005, p.2 
23
 Nielsen & Pedersen, 1991, p.151; Pedersen, 2005, p.2; Nielsen, 2007, p.5; Nielsen & Pedersen, 1988, p.82 
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organizations.24 Pedersen located ‘a generalized political system of negotiations as an 
evolutionary form of governance’, 25 which could have been seen in Scandinavian countries 
for many year already. 
 
Socio-economic Ideology of Negotiated Economy 
Nielsen and Pedersen defined socio-economic ideology of negotiated economy as the 
socio-economic frame of meaning, which conceptualized the ‘relationships between public 
administration, organizations, corporations, and households as part of an economic 
organism’.26 The creativity of this organism required the negotiated institutions to act by the 
common preferred interests or by following the preferences mentioned above as 
prerequisites.27 This is what we called the socio-economic ideology or the socio-economic 
frame of meaning. According to Nielsen and Pedersen, in Denmark, ‘income policy and public 
expenditure policy have been formulated and propagated within the socio-economic frame 
of meaning’.28  Nevertheless, the process of negotiated economy, and socio-economic 
ideology had not been applied in all the areas of decision-making, but there showed the 
tendency of their existence in an increasing number of policy-making areas.29 In this project, 
the influences on public expenditure policy, more specifically, health care expenditure as a 
big section will be highlighted. 
 
 
Historical Consciousness 
 
History is a kind of experiences in people’s mind, or more uniquely in a national memory, 
since most people get to know their history by the education or books provided by their own 
government and scholars. The reason to do so is undoubtedly to transplant a unified national 
                                                             
24
 Pedersen, 2005, p.1 
25
 Pedersen, 2005, p.1 
26
 Nielsen & Pedersen, 1991, p.153 
27
 Nielsen & Pedersen, 1991, p.153 
28
 Nielsen & Pedersen, 1991, p.153 
29
 Nielsen & Pedersen, 1991, p.153 
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consciousness, identity and values. It seems by human nature that a common history is a 
common experience shared by a group of people who as a result have formed a nation. It is a 
message in mind about their presence and future, relating to their common past. Jörn Rüsen 
states that, ‘history connects inside and outside, reality and fiction, real and intentional, 
empirical and normative.’30 
 
Historical consciousness is a way followed by people when talking or communicating about 
their own habit and culture. It can be perceived and especially in an intercultural 
communication when people intend to interpret their own lives and interests in order to 
position themselves.31 When people talk about their views on the presence, it frequently 
relates to their historical past or cultural values.32 The influence of the consciousness can 
continue between generations, what according to Jörn Rüsen is not limited within a human 
lifetime.33 The impression of consciousness for every individual is different, even a little bit 
for those with the same nationality, since the background of education, experiences and 
personal angles may be diverse. In this project, it casts chiefly the values of the Danish 
welfare state. 
 
 
Health and Socio-economic Inequalities 
 
Health Inequalities 
The term ‘Health inequalities’ is widely used in western world which is meant varies between 
countries. In Europe generally, health inequalities conceptually refer to the inequalities in 
people’s health status relating to their inequalities in socio-economic status.34 According to 
Hilary Graham, ‘the pluralized form (health inequalities) is used to signal that both social 
                                                             
30
 Boixader et al., 2004, p.10 
31
 Boixader et al., 2004, p.10 
32
 Boixader et al., 2004, p.10 
33
 Boixader et al., 2004, p.10 
34
 Graham, 2007, p.3 
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inequalities, and the dimensions of health with which they are associated, are multiple.’35 
She also divides health equalities into three meanings: health differences between 
individuals, health differences between population groups and health differences between 
groups occupying unequal positions in society.36 
 
Health differences between individuals, as it is phrased, focus on individuals. Health 
differences between population groups refer to the social groups to which individuals belong. 
The groups can be defined by the distinguishment in age, gender and socio-economic 
position. And health differences between groups occupying unequal positions in society refer 
to people’s differences in occupations and social hierarchies.37 According to Hilary Graham, 
the three meanings of health inequalities are not mutually exclusive which should be studied 
at the same time.38 
 
Socio-economic Inequalities 
The measures on socio-economic positions have been used to portray people’s inequalities in 
lives and health conditions by many health researchers. People’s differences in occupations, 
incomes and in some places genders actually determine their differences in social positions 
and hierarchies, which are regarded as the important determinants of their health 
inequalities.39 
 
According to this, Graham comes up with two themes on preconditions to socio-economic 
inequalities. First, ‘an individual’s socio-economic position is shaped by unequal structures 
which exist outside their lives.’ It emphasizes the externality of socio-economic positions on 
structural locations. Second, ‘socio-economic positions are actively produced and 
reproduced by people going about their lives.’40 It is dialectic: individual’s positions are 
                                                             
35
 Graham, 2007, p.4 
36
 Graham, 2007, p.4 
37
 Graham, 2007, p.4-8 
38
 Graham, 2007, p.9 
39
 Graham, 2007, p.36-38 
40
 Graham, 2007, p.39 
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constrained by external structure while they are initiatively acting to model their own styles 
of life.41 
 
Social Determinants of Health Inequalities 
Based on the conceptual tools above, Hilary Graham states that socio-economic and health 
inequalities are to a big extent ‘forged and maintained’.42 There are factors before the health 
care system which influence on people’s unequal health, so the unequal allocation of these 
factors plays an important role in health inequalities. Social structures, social position and 
health are strongly connected,43 for example, housing, education and health care can be the 
relevant ones.44 
 
Welfare System and Socio-economic Inequalities 
Regarding the social structures of European countries, Graham describes that the tax systems 
in welfare states may have a good effect on ‘distribution of resources across people’s lives’45; 
for instance, the largest public expenditures are on education and health care which are 
respectively for children and older people.46 In Nordic countries, as she says, a welfare state 
provides ‘equality of the highest standards across socio-economic groups and between men 
and women’.47 The taxes and expenditures are the tools to promote an egalitarian society.48  
 
 
Conclusion and Application of the Theories 
 
In summary, there is a theoretical framework applied in the project – negotiated economy, 
with historical values and equality supporting it. Negotiated economy as the ontology is 
                                                             
41
 Graham, 2007, p.39 
42
 Graham, 2007, p.99 
43
 Graham, 2007, p.100 
44
 Dahlgren & Whitehead, 1991, p.11 
45
 Graham, 2007, p.166 
46
 Graham, 2007, p.166 
47
 Graham, 2007, p.166 & Esping-Andersen, 1990, p.27 
48
 Graham, 2007, p.166 
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assisted by the former epistemology on equality-oriented ideologies. 
 
Historical consciousness explains the internal norms and ideologies which led the emergence 
and the development of the Danish welfare system. It is followed by health and 
socio-economic inequalities, from what perspective to demonstrate the rationality of the 
Danish health care system as a part of the Danish welfare model, especially in constructing 
the equilibration of people’s health and socio-economic status. Equality as the social values 
can be reflected by the Danish welfare model and health care system. These theories will 
mainly be used to answer the first research questions. 
 
Following the descriptions on the welfare and the health care systems, we turn to the 
problem after the 1970s on the health care services and expenditures as a branch of the 
whole public expenditures. Therefore, negotiated economy is particularly introduced to 
explain the Danish experiences on it. As coherence, this theory as well as the entire ideology 
of equality will probably be the main dynamics in analyzing the third research question. 
 
The theoretical framework and its supplements are closely related. As I mentioned, 
negotiated economy is the improved and the practical embodiment of the values of equality 
which was developed from a historical category. They all represent a part of the 
contemporary ideologies of the welfare state. As far as I concern, the problem on health care 
system can be explained by the negotiated economy angle, and the ideology on equality will 
also be evaluated in order to answer the problem formulation. 
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Analysis 
 
 
 
In order to answer the paradox, analysis will follow the three main research questions and 
the sub-questions, going step by step to interpret the problem with the applied theories. The 
descriptions on Danish welfare system as well as its development history, and the operation 
of the health care system are first of all necessary. Detailed discussions on health care 
expenditures and services after the 1970s will be following. The problem distinctly showed 
itself through people’s dissatisfaction on a tightened hospital admission and an overlong 
waiting time for operation.49 Comparative studies will be used in order to better define the 
Danish case. Several neighbor European countries will be included such as Germany, 
Netherlands, Sweden and United Kingdom. The aim of the comparative analysis is not to 
indicate who was doing better or who should learn from whom, but to always emphasis on 
the Danish case - to explain whether there was a rationality of the health care expenditure 
policies from a negotiated economic perspective. The discussion on the services provided by 
general practitioners and hospitals casts the influences of expenditure which was the real 
problem behind, in a broader sense, the government’s public expenditure strategies. 
Meanwhile, it also portrays the health care providers’ roles in practising negotiation 
approach in the health care sector and arousing individual responsibility. 
 
 
1. What were the values of the Danish welfare state? 
 
The Formation of the Welfare System 
To demonstrate the establishment of the Danish welfare state, I would like to quote the 
                                                             
49
 Pallesen & Pedersen, 2008, p.238 
Equality, Responsibility and Negotiated Economy - a Study on the Principles of the Danish Health Care System 
 17 / 36 
overview of four main phases, each covers a developmental period.50 The first phase covers 
the period in general from the end of 19th century to the start of 20th century which can be 
considered as a Start-up. In this time, the industrial process led to different security 
situations of the workers. It gradually reflected a common need on state organized 
insurances which could replace the traditional voluntary contributions. Several laws were 
issued to formalize unemployment funds and handicapped pensions.51  
 
It is followed by the next phase, the Social Reform of 1933, which is an important watershed 
and is usually regarded as the true beginning of Danish welfare system. It is causal to say so, 
for the state started by using taxation to expand the welfare system into every niche of the 
society, especially the standard of living for the whole working class, not only the 
unemployment.52 In health care angle, health insurance became obligatory, while only those 
who earned less than an income limit could get benefits.53 The consequence of the Social 
Reform of 1933 was that it brought in ‘the principle of social rights for all citizens to receive 
social benefits and care and the obligation of the state to provide a minimum level of 
existence for everybody regardless of the cause of their need.’54 This principle can be 
regarded as the rudimentary values of the welfare state, and the rights for all citizens 
distinctly delivered a concept of equalities, which undoubtedly led the subsequent 
development of the welfare state. According to Rüsen, history is a piece of mind in a national 
memory. The common social values can stabilize the system. The original principle of the 
Danish welfare system had such effects as we can see, and from the socio-economic 
perspective, it was also an effective approach to tackle health and socio-economic 
inequalities, according to Graham. 
 
The next phase is from the Second World War to the 1970s, as a matter of fact, was the 
development and the extension of the 1993 Reform. And best of all, it is considered as the 
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time when today’s Danish welfare system was finally founded.55 
 
The last phase which is still going on today began at the end of the 1970s. Health insurances 
were standardized after Social Reform Legislation regulated and extended the welfare 
system.56 Meanwhile, it was also the time when the crisis and the swing back occurred. The 
state had to rethink the index of benefits and the insurance in order to maintain a virtuous 
economical circle of the welfare state. The three main trends in the contemporary were the 
individualistic orientation of social policies, self-responsibility of the citizens and economical 
way of thinking.57 
 
The Danish public administration system has been formed as a three-tier system: the 
national level, the regional level and the local level.58 The last two levels are very close to 
people’s lives. For instance, the regional level, so to say the counties have their own 
departments of health and social welfare. So it is with the municipalities on the local level. 
Health care service as an example is an important part of the work of county and 
municipality departments. As a result in Denmark, which is regarded as a decentralized 
governmental system, the local departments enjoy a high level of independence handling the 
welfare services. They are considered as ‘a range of welfare states within the welfare state’.59 
 
Values and Approaches 
The formation and tendency of the values can be probably traced back into the history and 
the needs from the labour market as we know now were the main provenance of the values. 
Although we will not look deeply into the labour market in this project, it is necessary to 
understand the values from which it came from. And these values for sure influenced other 
segments of the welfare system which originated mostly from the needs of the labour 
market.  
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In Denmark, employers and employees are associated into trade unions and federations, and 
agreements are negotiated between these associations. The negotiations are also possible 
between social organizations and government. More than 80% work force in Denmark are 
members of a union. The union is with high solidarity, with members being responsible for 
each other no matter you are skilled or unskilled workers.60 ‘A-kassen’ is an example which 
means that ‘every member pays a fee on union’s insurance and receives money in case of 
unemployment’.61 A trade union also fights for equal rights on, for instance, ‘the same 
education possibilities, same payment for work etc.’62 Therefore, we can name the values of 
the Danish welfare system as solidarity, equality and responsibility.63 
 
Now it can be understood why Graham considers Nordic model as a good way to tackle 
socio-economic and health inequalities. And from the angle of negotiated economy, which 
according to Nielsen and Pedersen, was firstly emerged in labour market about working 
conditions and wages, and also about reallocation of resources. Now we can realize that 
Denmark does have a long history of the negotiation habit and approach which are different 
from traditional market decisions made by separate individual agents. To define it as the 
socio-economic ideology, Nielsen and Pedersen as I mentioned before also claimed that 
‘income policy…have been formulated and propagated within the socio-economic frame of 
meaning’64. 
 
 
2. What were the Danish health care expenditure and services 
like, regarding the public attitude on it? 
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Instead of answering ‘why’, we will work basically on ‘how’ in this part including the 
empirical studies on the structure, advantages and problems of the Danish health care 
services and expenditures. The discussion on ‘why’ is left to the next guided question, being 
evaluated by national values and economic perspectives. The empirical descriptions in this 
section will still cast the popular attitudes and values according to the equalities in healthy 
and socio-economic status. 
 
Health Care System 
The health care system is similar with the public administration system, that is to say the 
three-tier system: the state, the regions and the municipalities. The regions directly run the 
hospitals and register general practitioners which practise closely to the public.65 The types 
of the services can also be divided into three parts: the primary sector dealing with general 
health problems which consists of ‘general practitioners, practising specialists, practising 
dentists, physiotherapists etc’66; the hospital sector which deals with medical treatment and 
intensive care; and the tertiary sector, which is like the home nursing.67 
 
In the 1960s and the early 1970s, Danish health care system was considered as one of the 
best in the western world. Danes were proud of their principle of ‘free access for all and a 
vast array of expensive health care services available to anyone in need, irrespective of 
individual income or wealth’68 until the end of the 1970s when it was regarded not as 
successful as it had been in public eyes, because of the public expenditure cutbacks.69 
 
As long as it is the Danish welfare system, health care services are highly public involved, 
financed by general taxes, primarily income taxes.70 Hospitals are the most expensive parts 
of the system, which receive two thirds of the total health expenditures and are owned or 
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managed by public institutions; most of the general practitioners’ income is also financed by 
public funds.71 General practitioners are salaried in a mixed way, based on services and per 
capita payments.72  The payment rates are determined by an institutional negotiation 
approach, between ‘the professional associations and a joint body representing the 
regions’.73 General practitioners’ payment occupies only about 5 percent of the total health 
care expenditures, but they act as ‘gatekeepers’ to the hospitals and specialized practitioners. 
In another word, hospital treatment and specialized practitioners normally require referral 
from a general practitioner, except a few exceptions.74 For instance, acute emergency does 
not require a referral from general practitioners and a small group of people (about 2 pct. of 
the population) pays a fee in order to get direct access to specialists.75 The health care 
system is equally accessible to all, but still limited. Although patients can choose their own 
doctor, it is your doctor who can decide the accessibility to hospital or specialized 
practitioners.76 
 
Expenditure Containment and Influences 
In the late 1970s, the Ministry of Finance assessed the Danish economy situation in two 
reports, concluding that the growth of public expenditures must be restricted in order to 
‘eliminate the persistent balance of payment deficit and to avoid huge tax increases’.77 
Health care expenditure received special government attention, being addressed cost 
containment.78 This is only the first report in order to bring health care expenditures under 
control, and the echoing ones were issued by government commission in the 1980s.79 
 
Table 3.1 ranks five of the OECD countries along three dimensions: GDP per capita, health 
expenditure per capita and its percentage of GDP. 
                                                             
71
 Pallesen & Pedersen, 2008, p.230-231 
72
 Pallesen & Pedersen, 2008, p.231 
73
 Pallesen & Pedersen, 2008, p.231 & Søgaard, 1991 
74
 Pallesen & Pedersen, 2008, p.231 
75
 Pallesen & Pedersen, 2008, p.231 
76
 Pallesen & Pedersen, 2008, p.232 
77
 Pallesen & Pedersen, 2008, p.227 
78
 Pallesen & Pedersen, 2008, p.227 
79
 Pallesen & Pedersen, 2008, p.227 
Equality, Responsibility and Negotiated Economy - a Study on the Principles of the Danish Health Care System 
 22 / 36 
 
Table 3.1  GDP and Health Expenditures (1992)
80
 
  GDP per 
capita  
(US$) 
Rank Health 
expenditure 
per capita 
(US$) 
Rank Health 
expenditure as 
percentage of 
GDP (pct.) 
Rank 
Switzerland 34703 1 3249 1 9.4 4 
Sweden 28559 4 2166 6 7.6 15 
Germany 27764 5 2398 3 8.6 7 
Denmark 27380 6 1817 14 6.6 22 
USA 22396 11 3094 2 13.8 1 
 
The table illustrates that Denmark seemed to be an exception of the proportional statistical 
link between the wealth and the level of health expenditure,81 with the sixth in per capita 
GDP while only 14th in per capita health expenditures. We can say that Denmark was a rich 
country with relative low health expenditures. 
 
However, Schieber and Poullier critiqued the approach on international data comparison: 
‘systems performance cannot be easily evaluated because of our inability to measure health 
outcomes; it is difficult to measure and control for social, medical, cultural, demographic, 
and economic differences across countries; and transferability of policies across countries is 
problematic’.82 Taking it into consideration, Pallesen and Pedersen prefer to rather focus on 
health care functions and activities which are part of any health care system.83 
 
In most northwestern European countries, the efforts to contain costs did not de facto work 
until the early 1980s, while Denmark was an exception which seemed to have prepared 
earlier, and the level of the containment was also more notable. 
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Table 3.2  Health expenditures as share of GDP (pct.) and real growth in per capita health expenditures
84
 
  
Health care expenditures as a 
percentage of GDP 
Real growth in per capita health 
expenditures (pct.) 
  1970 1980 1990 1970 to 1980 1980 to 1990 
Denmark 6.1 6.7 6.5 +35 +16 
Germany 5.9 8.4 8.3 +84 +20 
Netherlands 5.9 7.9 8.0 +65 +17 
Sweden 7.1 9.4 8.6 +54 +9 
UK 4.5 5.9 6.0 +50 +36 
 
From Table 3.2, we can see that Denmark had contained health care expenditures to a 
degree by 1980 when its northwestern neighbours just started. During the 1980s, these 
countries all displayed controlling in health expenditure pct. of the GDP. Denmark could be 
regarded as a stricter actor for doing so along, for the overall real growth pct. in per capita 
health expenditures for the two decades, especially from 1970 to 1980, was much lower 
than others. 
 
Thereby, Pallesen and Pedersen drew their attention on how the health care systems in these 
countries adapted to the cost containment. They concluded three ways of adaptation: 
structural changes, services provided and changes in manpower and facilities.85 
 
Table 3.3 was also referred by Pallesen and Pedersen, which shows three main categories of 
health care services. None of the services in these countries declined. Yet, from the available 
data, the level of the growth in Denmark was smaller than others except in ambulatory 
services. It was not hard to understand it, for in-patient care was affected the most by cost 
containment. Since the usual demand on ambulatory services remain unchanged, some of 
the patients who should used to be treated by in-patient care got a treatment delay and 
were put off to the ambulatory services at last. 
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Table 3.3  Change (pct.) in per capita health expenditures for three major functions, 1980-90
86
 
  
Total Health Care 
Expenditures 
In-patient care 
Ambulatory 
services 
Pharmaceuticals 
Denmark +16 +9 +24 +14 
Germany +20 +20 +22 +31 
Netherlands +17 +11 +14 +49 
Sweden +9 .. .. +37 
UK +36 +12 .. +46 
 
The control on in-patient care would as a result reduce hospital facilities. Table 3.4 illustrates 
the changes on in-patient care beds. With all these countries had got a reduction, Denmark 
still performed more dramatically than its neighbours. 
 
Table 3.4 
Change (pct.) in number of total in-patient care beds, acute care beds and psychiatric beds, 1980-90
87
 
  Total in-patient beds Acute care beds Psychiatric beds 
Denmark -31 -19 -61 
Germany -7 -1 -14 
Netherlands -1 -12 -1 
Sweden -15 -16 -46 
UK -26 -20 -39 
 
The number of in-patient care beds decreased remarkably only except Germany through the 
1980s. However, the reduced degrees of the capacity were not uniform, as Denmark in only 
one decade reduced about 1/3 of the total in-patient beds, 1/5 of the acute care beds, and 
even nearly 2/3 of the psychiatric beds.88 These changes in services can be explained to fit 
the budget cutbacks especially in hospital sectors, the biggest consumer of the health care 
expenditures. 
 
Besides, the percentage increase in nurses and total staff per bed, and the percentage 
decrease in bed days per capita and other staff per bed in Denmark showed the impacts on 
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health care capacity and services as well,89 according to Table 3.5 and 3.6. 
 
Table 3.5  Change (pct.) in output from in-patient institutions and in in-patient staff ratios, 1980-90
90
 
  Bed days per capita 
admission rates 
(pct. pop) 
Total staff per 
available bed 
Nurses per 
available bed 
Denmark -26 +16 +52 +91 
 
 
Table 3.6  Change (pct.) in employment (full time) in health services, 1980-90
91
 
  Total Employment Physicians Certified Nurses Other Staff 
Denmark +3 +28 +29 -9 
 
Undoubtedly, a constrictive policy in in-patient admission led to a decreased percentage of 
bed days per capita, therefore the number of nurses available per bed would rise. The 
reduced number of bed days can also explain the declined number of other staff whose 
services mostly included ‘cleaning, laundering, meals which were directly related to the 
number of bed days’92. 
 
 
3. What is the negotiated economy approach relating to the 
government’s public and health care expenditure policies? 
 
A rich country with a comparative low health care expenditure pct. might be a particularity 
for Denmark, but the tendency on cost containment was the universality in northwestern 
Europe since the 1980s, yet Denmark started to reflect earlier. It is interesting to look into 
the reasons for doing so, while one parlance was the economic recession brought by the first 
oil crisis in the second half of the 1970s.93 It raised the views in Denmark that the economic 
problems were rooted in the structure domestically, and public expenditure policies should 
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be designed to ‘improve the international competitiveness’, that is to say, the economic 
independence.94 
 
Anyhow, it brought in the public expenditure cutbacks which led the country to modify its 
free access to health care in some ways, for instance, only core health services at acute care 
hospitals were free besides the services provided by general practitioners.95 And the 
hospitals’ services and capacity were strictly contained as we discussed in the last section. 
These, to a certain degree, brought in the notion that everyone should be more responsible 
for taking care of his or her own health, 96  that is, the strengthening of individual 
responsibility. However, Danish health care system was still an enviable one in the 
international arena, since it was not going against its general values and principle of ‘free 
access for all…irrespective of individual income or wealth’.97 Hence, we can say that equality 
as the principle of the health care system as well as the welfare state had not been deviated. 
In that way, the government cut back the expenditures by an approach or process which 
should neither be evaluated as a deviation of equality. Thereby, I argued this approach to be 
the improved embodiment of equality as the ideology at the time - the negotiated economy 
approach or the negotiation approach in the project. 
 
Negotiation as the Approach 
Negotiation as the decision-making approach has its preconditions to exist which were 
described in the theoretical chapter on Negotiated Economy. Simply speaking, the ideologies 
and values of the Danish welfare system made social equality, weak social hierarchy and low 
power distance possible for Danish society, which ensured negotiation approach to be 
practical. Therefore, negotiation became possible across private and public autonomies, 
which was the basis for the decentralization of decision-makings.98 
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In Denmark, there was an increasing size and growth of the public sector from the 1970s, 
which became an importance for the government commissions to call for a decentralized 
responsibility for the municipalities to manage their own public expenditures.99 Pedersen 
stated that there was a problem on ‘how to ensure the municipalities’ fiscal responsibility 
while maintaining their autonomy, vis-à-vis the national government’.100 However, this was 
resolved by a new system with the goal to limit public expenditures – ‘the budget 
negotiations between the Ministry of Finance and the municipalities’.101 This policy had a 
profound effect on the long subsequence. For instance, from the end of the 1980s, the 
negotiations concerning public budgets had been established as an organized set of 
negotiations, involving ‘the parliament, the government, peak organizations and 
organizations representing local (Kommunernes Landsforening) and regional authorities 
(Danmarks Amtsrådsforening)’.102 This negotiation approach was constituted by two steps: 
negotiation on budgets between the Ministry of Finance and every minister representing 
their own areas; and negotiation on state budgets between the government and the parties 
in the parliament.103 
 
Undoubtedly, health care sector was shocked severely since the negotiations between the 
Ministry of Finance and the municipalities at that time were aimed at limiting the public 
expenditures. As health care services were primarily managed by local governments, which 
absorbed about two thirds of the budgets, it was therefore not hard to explain the reduction 
in hospital capacity. The hospitals which used to take half of the total regional budget, 
declined to less than half in the 1980s.104 Pallesen and Pedersen considered ‘the reduction 
of the central government block grants in the 1980s was de facto targeted at the health care 
area…’,105 for other regional tasks such as educations, special social services were somehow 
bound up with the central government, which were not very possible to be 
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cost-contained.106 
 
Discussion on General Practitioners’ Role 
As we know the cutbacks on health care expenditures led to the shrink of hospital capacity, 
which brought public dissatisfaction, now we take a look at the role of general practitioners 
in this reform. 
 
As I stated that hospitals absorbed almost two thirds of the total health care expenditures 
with all employees salaried, while for general practitioners the ratio was only 5 pct.107 
However, general practitioners played an important role, usually the first and the only wall in 
front of the patients, which blocked the patients and the other parts of the health care,108 
except only 2 pct. of the population paid a fee to get unrestricted access to specialized 
practitioners and hospitals.109 Since the hospital services and capacity were reduced, an 
upgrade of the general practitioners’ role as ‘gatekeepers’ had to be along with it. In addition, 
people’s health status would not have a big change in short term unless there occurred 
something like a pestilence or war. As a result, the reduction in hospital services would be 
accompanied by an increasing workload of the general practitioners, and there would be a 
conflict between the budgets for the hospitals and for the general practitioners’ payment. 
The payment for general practitioners was negotiated between ‘the professional associations 
and a joint body representing the regions’110, hence, the general practitioners could have 
more voice in negotiations because a reduction in hospital services would led to 
unemployment of hospital employees. This inference can be supported by Pallesen and 
Pedersen, that ‘the number of discharges increased while the number of bed days 
decreased’111 during the 1980s.  
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However, I do not think the general practitioners meant to block the patients to the hospitals 
just for benefits, but it was the national policy. Yet, no matter what happened in the 
negotiations on expenditures or budgets between the central and the local governments or 
the regions and the professional associations, it from another side brought to the public a 
new notion of ‘responsibility’, that each individual should be more responsible, in another 
word, to take more care of his or her own health status.112 General practitioners had a direct 
influence, playing a key role in this strengthening of individual responsibility. 
 
Expenditure Expansion since 1990s 
The funding situation turned to be much better for health care sector in 1990s since the 
public and the health care providers kept putting pressure on the political elites.113 The new 
funding policy regarding the economic recovery in the mid 1990s, which had little 
relationship with the change in political arena, was supported by ‘a broad political coalition 
of Social Democrats and right wing parties’114. It was interpreted as the reason of a better 
economic situation and the political dynamic between the central and local governments.115 
 
For instance, the ‘waiting time guarantee’ initiative in 1993 which was for reducing the 
waiting time for operations by increasing the number of operations, was negotiated between 
the government and ‘the county councils’ association, now the Danish Regions’.116 The 
health care capacity was improved during this time since most of the health care initiatives 
were settled by a negotiation approach, and patients’ rights were also strengthened 
gradually from then on, up to recent years along with the new regional authorities’ 
establishment in 2007.117 Since 2000, most people felt satisfied with the health care system 
again, considering it to be economically rational.118 
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Conclusion 
 
To summarize it concisely, Danish welfare system has existed for a long time which firstly 
appeared on account of the labour market’s needs. It was with the values of equality, 
solidarity and responsibility among the work force and gradually developed into other social 
sectors. It had a positive effect on tackling the socio-economic inequalities as well as the 
health inequalities among the citizens. Negotiation as an approach has also existed for long 
as one of the representations of these values of the welfare state. 
 
Danish health care system as one of the elements of the welfare system is a three-tier system, 
with the regional and local levels being in charge of running the health care services and 
hospitals that occupies a big proportion of the tax revenue. The health care system used to 
be an equal and lavish one to all citizens, which Danes felt proud to talk about until the 
1970s encountering the cutbacks of public expenditures. Health care expenditure got special 
attention as a showy item. From then on, the health care services became an equal but not 
lavish one in the public eyes. People started to pay close attention to the limited rights for 
patients, which was led to by the containment of health care expenditures and service 
capacity – they can choose their own doctors but not specialized practitioners or hospitals. 
 
The public and health care expenditure cutbacks from the 1970s in Denmark were achieved 
by a negotiated economy, or simply speaking, negotiation approach with the decentralization 
of financial responsibilities to the regional level governments. The overall health care 
services, such as hospitals and general practitioners coincided with the national policy by 
reducing hospital services and capacity. The cost containment continued for almost two 
decades along with the oppositions from the public and the health care providers. Individual 
responsibility on their health status improved notably during this period. And the health care 
expenditures were finally re-expanded gradually due to the popular pressure and the 
economic recovery. 
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Project Conclusion 
 
 
 
Review 
 
Before answering the problem formulation, I would like to firstly review the big events in the 
project. First of all, I defined the concept on equality from a historical view and combined it 
with the theory on health and socio-economic inequalities. In order to understand the health 
care system, I explained that equality as one of the socio-economic ideologies of the welfare 
state is good for the national health status; therefore, Danish health care system fits in the 
values of equality, which provides an equal access for all citizens. As a result, Danish health 
care system was admired internationally, which Danes felt proud of. 
 
However, it came into the 1970s when public expenditure cutbacks started because of the 
economic recession as one parlance. The cost containment directly impacted on the health 
care expenditures as well as the health care service capacity which brought about the public 
and the health care providers’ opposition and dissatisfaction. In order to better understand 
the situation, I applied the negotiated economy approach raised by Klaus Nielsen and Ove K. 
Pedersen on account of the Scandinavian case. I abbreviated it to negotiation approach or 
merely negotiation on purpose in the analysis, for health care system might be considered as 
social affairs. Yet, I think it is still an economic approach, since it was largely about the 
division of budgets between different government levels as well as expenditures for different 
health care providers.  
 
In the project, I explain that negotiated economy approach was a contemporary embodiment 
of equality; simply speaking, negotiated economy was a new form of equality. In order to 
better define it, I applied the formula come up with by myself to supplement my idea, 
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‘Negotiated Economy = Equality + Responsibility’. I concluded the responsibility in health care 
field means that people had to be responsible for their own health status, since the service 
capacity was shrunk. There were of course responsibilities from the health care providers’ 
side as well, however, since the expenditures and service capacity were highlighted, their 
responsibilities were not as notable as that from the public side, which were hence not 
emphasized in the project. 
 
 
Problem Formulation 
 
Now I would like to answer the problem formulation by saying that, the health care 
expenditure cutbacks 95% did not reflect the contradiction between equality and 
responsibility. One most fundamental reason is that equality as the principle or the social 
ideology was not overturned. Negotiation economy as the approach to cutback public and 
health care expenditures did not change social and health care equity, but on the contrary, a 
new way to safeguard social equality and fairness by bringing in individual responsibility. 
Equality without responsibility could be irrational, in another word, no equality should be 
deprived of responsibility; otherwise this equality will not last for long. From the health care 
angle, I would rather conclude it in this way, free health care services cannot be better than a 
good health. 
 
However someone may disagree by arguing that some people can pay a fee to get unlimited 
access to specialists, and that is just where the other 5% of my consideration is from. Yet, 
only 2 pct. of the total population chose it and the price of this option according to Pallesen 
and Pedersen was very modest.119 Therefore, I do not think it is a big problem against the 
equality, but honestly speaking, a kind of possibility on inequality could do exist, that the 
people who needed hospital services might be blocked by general practitioners. This can be 
reflected on the phenomena shown by Table 3.3 that the percentage increase of the 
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 Pallesen & Pedersen, 2008, p.232 
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ambulatory services was larger than that of the in-patient care and total health care 
expenditures, and also by Table 3.4 that the percentage decrease of the acute care beds was 
smaller than that of the in-patient beds. 
 
 
Limitation and Further research 
 
Due to a number of factors, such as time limit, group capacity, academic level and language 
abilities, the project research is limited to a certain extent. For instance, negotiated economy 
as was defined originally an economic concept, primarily dealt with economic or market 
problems. Klaus Nielsen and Ove K. Pedersen basically applied it when discussing the Danish 
economy and the labour market.120 Thereby, it would be more convincing to apply the 
approach from these perspectives in order to better understand the Danish economic 
situation which probably determined the public expenditure policy.  
 
Besides, for international economic recession as a parlance of the factors, it could be 
interesting to investigate the public expenditures and the health care services in order to 
further understand the function of negotiated economy approach, under the recent financial 
crisis or potential economic fluctuation in the future. 
 
 
 
 
 
 
 
 
 
                                                             
120
 Nielsen & Pedersen, 1991; Pedersen, 2005; Nielsen & Pedersen, 1988 
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